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SUBJECT: Mandatory Electronic Funds Transfer (EFT) and Central
Contractor Registration (CCR)

The Under Secretary of Defense (Comptroller) recently issued the
attached memorandum that requires the Defense Finance and Accounting
Service (DFAS) take certain actions to improve the implementation of
EFT payments .to contractors/vendors. Effective February 1, 2000, the
memorandum mandates that DFAS:

. Return to the contracting office for modification any non-exempt
contract that does not contain the mandatory EFT clause when the
contractor is not registered in CCR. DFAS will charge the DOD
component a processing fee equal to the cost for processing a
payment.

0 Notify contractors who are not registered in CCR of the applicable
EFT/CCR requirements when their invoices are not exempt from EFT
requirements and do not contain information necessary to make EFT
payment. In addition to the notification, they will charge the DOD
component a processing fee for this notification.

l Charge the DOD component an additional processing fee:

1. For each payment not made by EFT when the contract does not
contain the appropriate EFT clause and the contractor refuses to
comply voluntarily; or

2. For each payment when the contractor is not registered in the
CCR, the contract does not require registration, and the
contractor does not comply voluntarily.

The following information and guidance is provided to help
mitigate the impact of these actions on your activities.



DFAS statistics indicate that the following vendor pay systems
account for the majority of non-EFT payments:

1. CAPS/CCD systems - Army/Army National Guard
2. IAPS - Air Force
3. STARS/One Bill Pay systems - Navy

If the contractor is registered in CCR, DFAS considers this
sufficient to allow them to pay by EFT and the penalty charges will
not apply.

Only new contracts are subject to return if they are not exempted
from EFT requirements, they do not contain the mandatory EFT clause,
and the contractor is not registered in CCR.

When a contract is exempted from EFT, I recommend buying activities
ensure the DFAS payment office is made aware of this exemption when
the contract is distributed.

For invoices that are not exempted from EFT, prompt action by buying
offices to ensure all contractors are registered in CCR can avoid
the assessment of charges for check payments.

If DFAS makes a check payment to a contractor and the buying
activity determines that the contractor is registered in CCR, the
activity should immediately communicate this information to DFAS to
avoid the assessment of an erroneous charge.

For invoices that are exempted from EFT requirements, I recommend
that buying activities ask contractors to note this exemption on
their invoice to avoid the assessment of an erroneous charge.

My point of contact for questions related to this policy is
Mr. Bob Bemben, (703) 695-9764, bembenrj@acq.osd.mil.

R.D. Kerrins, Jr.,@OL, USA
Acting Director, Defense
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